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ADMIRAL HAGUE: Th i s  m o r n i n g  we s t a r t  a uni t ,  a p a r t  of the  
M a n p o w e r  c o u r s e ,  tha t  the  f a c u l t y  has  a l w a y s  a s k e d  m e  to i n t r o d u c e .  
Th i s  i s  p r o b a b l y  due to t h e  f ac t  t ha t  f o r  t h r e e  y e a r s  I w a s  C h i e f  of 
the  N a v y ' s  I n d u s t r i a l  R e l a t i o n s  b e f o r e  I c a m e  to  the  I n d u s t r i a l  C o l l e g e .  

T h e r e  is  a n o t h e r  r e a s o n  th i s  m o r n i n g  why I wi l l  p a r t i c u l a r l y  c l a i m  
the  d i s t i n c t i o n  of i n t r o d u c i n g  ou r  s p e a k e r .  D u r i n g  the c o u r s e  of the  
y e a r  you  wi l l  h e a r - - a s  a m a t t e r  of f a c t  a l r e a d y  you  have  h e a r d - - m u c h  
about  the  g r o s s  n a t i o n a l  p r o d u c t  (GNP}, and you  a r e  go ing  to h e a r  m u c h  
m o r e .  G N P  r i d e s  l i ke  a m o t i f  t h r o u g h  the  c o u r s e .  How big  is  i t ?  
What  can  we do to i n c r e a s e  i t  ? How m u s t  i t  be  d i v i d e d ?  In the  p ip ing  
t i m e s  of p e a c e ,  how m u c h  i s  n e c e s s a r y  f o r  e s s e n t i a l  n e e d s ?  H o w m u c h  
is  n e c e s s a r y  f o r  e s s e n t i a l  m i l i t a r y  n e e d s  ? How m u c h  is  l e f t  as  b u t t e r  
f o r  the  l u x u r i e s  t ha t  we ,  a s  A m e r i c a n s ,  have  c o m e  to look  upon as  c o m -  
m o n p l a c e ,  e v e r y - d a y  n e c e s s i t i e s ?  D u r i n g  t i m e s  of s t r e s s ,  how m u c h  
i s  n e c e s s a r y  fo r  b a r e  c i v i l i a n  s u b s i s t e n c e  n e e d s ?  How m u c h  m u s t  we 
a l l o c a t e  to t h e ' c i v i l i a n  popu la t i on  t o  k e e p ' u p  t h e i r  m o r a l e  ? How m u c h  
i s  then  le f t  to m e e t  the  p r e s s i n g  m i l i t a r y  p r o b l e m s  f ac ing  the  N a t i o n ?  
And t h r o u g h  it  aI1, t h e r e  i s  the  s p o k e n  and u n s p o k e n  though t  t ha t  if on ly  
we c a n  i n c r e a s e  GNP,  our  p r o b l e m s  a r e  g r e a t l y  m i n i m i z e d .  

You wi l l  h e a r  f r o m  th i s  p l a t f o r m  s o m e  i n s t a n c e  as  to  wha t  r e s e r v e  
p o t e n t i a l  fo r  i n c r e a s i n g  the  G N P  we have ,  how m u c h  it  m i g h t  be  i n -  
c r e a s e d  by i n c r e a s i n g  the  w o r k i n g  f o r c e ,  how m u c h  by  i n c r e a s i n g  the 
h o u r s  of l a b o r - - b u t  t h e r e  is  one v a s t  s o u r c e  of p o t e n t i a l  f o r  i n c r e a s -  
ing  G N P  tha t  you  wil l  h e a r  no e s t i m a t e s  on, s i m p l y  b e c a u s e  i t  canno t  
be  m e a s u r e d ;  but  n e v e r t h e l e s s  i t  i s  v e r y  r e a l  and p o s s i b l y  it  i s  the  one 
m o s t  i m p o r t a n t  s o u r c e  of ab i l i t y  to i n c r e a s e  the  G N P - - t h a t  i s ,  i n c r e a s -  
ing  the  i n d i v i d u a l  p r o d u c t i v i t y  by m a k i n g  the  i n d i v i d u a l  wan t  to p r o d u c e .  

Now,  the p u r p o s e  of a l l  e d u c a t i o n  i s  to  t r a n s m i t  to the  s t u d e n t  in 
a few s h o r t  h o u r s ,  o r  y e a r s ,  the  d i s t i l l e d  c u m u l a t i v e  e x p e r i e n c e  of y e a r s  
and g e n e r a t i o n s .  Th i s  c o n c e n t r a t e d  uni t  you  a r e  about  to e m b a r k  on th i s  
w e e k  is  no e x c e p t i o n .  

It h a p p e n s  tha t  p e r h a p s  th i s  i s  the  one uni t  of the c u r r i c u l u m  tha t  
I know m o s t  about ,  and tha t  f r o m  the  fac t  tha t ,  as  i t  h a p p e n s ,  in m y  
t o u r s  of du ty  a l m o s t  t h r o u g h o u t  m y  e n t i r e  m i l i t a r y  c a r e e r  I have  b e e n  
w r e s t l i n g  wi th  th i s  p r o b l e m  in one f o r m  o r  a n o t h e r .  But  I a m  v e r y  fond 
of s a y i n g  tha t  a l l  I have  l e a r n e d  about  t h i s  s u b j e c t  I l e a r n e d  in the  
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bloody-nose school. That is the school where you blithely proceed, 
intent on your business, going ahead, hitting the ball, and all of a 
sudden you run smack dab into a stone wall. You back off--your nose 
is bloody--you have lost some skin--and you come to the common- 
sense conclusion that there must be an easier way of doing it. 

At MIT  I h a d  a S c o t c h  p r o f e s s o r  w h o  e v e r y  o n c e  in  a w h i l e  w o u l d  
s t r e w  a g e m  in f r o n t  of  u s  in t h e  f o r m  of  an  e p i g r a m .  One  I r e m e m -  
b e r :  " I t  i s  w e l l  to  l e a r n  b y  o n e ' s  own  m i s t a k e s ;  i t  i s  b e t t e r  to  l e a r n  

b y  t h e  m i s t a k e s  of o t h e r s .  " 

T h i s  w e e k  y o u  h a v e  an  o p p o r t u n i t y  to  l e a r n  b y  t h e  m i s t a k e s  of  
o t h e r s .  E a c h  d a y  y o u  w i l l  d i s c u s s  a c a s e .  P a r a p h r a s i n g  D r a g n e t ,  
t h e  c a s e s  y o u  w i l l  d i s c u s s  a r e  r e a l .  O n l y  t h e  n a m e s  h a v e  b e e n  c h a n g e d  
to  p r o t e c t  t he  i n n o c e n t .  T h e y ' r e  r e a l  c a s e s .  T h e y ' r e  c a s e s  t a k e n  f r o m  
r e a l  l i f e ,  v e r y  c o m p l e x .  T h e y ' r e  n o t  a s  e a s y  a s  t h e y  a p p e a r  to  be  on 
t h e  s u r f a c e ,  and  y o u r  job d u r i n g  t h i s  n e x t  w e e k  i s  to  e v a l u a t e  e a c h  one  
of  t h e s e  c a s e s  and  f ind  out  w h a t  i s  w r o n g - - a n d  l e t  m e  w a r n  y o u  t h a t  i t  
m a y  no t  be  t oo  e a s y - - a n d  t h e n  to  d e t e r m i n e  a w i s e  c o u r s e  of  a c t i o n  to  
c o r r e c t  t he  d i f f i c u l t y .  Y o u r  f a c u l t y  a d v i s e r s  w i l l  p a r t i c i p a t e  o n l y  to  
t he  e x t e n t  of  a s k i n g  q u e s t i o n s  i n t e n d e d  to  s t i m u l a t e  d i s c r e t i o n  in  y o u r  
t h o u g h t  p r o c e s s .  H e r e  a g a i n ,  t h e r e  a r e  no  a p p r o v e d  s o l u t i o n s .  In a n y  
one  of  t h e s e  c a s e s  I d o n ' t  b e l i e v e  t h e r e ' s  s u c h  a t h i n g  a s  a " b e s t "  s o l u -  
t i o n .  T h e r e  a r e  b e t t e r  s o l u t i o n s ,  and  I d a r e  s a y  t h a t  y o u  a r e  g o i n g  to  
d i s c o v e r  t h e  b e t t e r  s o l u t i o n s .  I a l s o  p r e d i c t  t h a t  y o u  w i l l  d i s c o v e r  s o l u -  

t i o n s  t h a t  y o u r  p r e d e c e s s o r s  n e v e r  t h o u g h t  of .  

I would like to invite your attention to the wonderful opportunity 
that is yours. If you stop to think of it, every one of you has leader- 
ship qualities to the superior degree or you would not be here. Now, 
here's an opportunity to sit down with other leaders to examine very 
real situations, to combine your leadership thoughts and techniques, 

and devise better answers. 

E a c h  m o r n i n g  y o u  w i l l  be  a d d r e s s e d  b y  an  a c k n o w l e d g e d  e x p e r t  
f r o m  t h i s  p l a t f o r m .  Y o u  w i l l  t h e n  go to  y o u r  c o m m i t t e e  r o o m s  and  
d i s c u s s  y o u r  c a s e s .  Y o u  w i l l  c o m e  b a c k  to  t h e  a u d i t o r i u m  a n d ,  t h r o u g h  
y o u r  c h a i r m a n ,  w i l l  t r a d e  y o u r  o b s e r v a t i o n s  u n d e r  t h e  m o d e r a t i n g  i n -  
f l u e n c e  of t h e  s p e a k e r  of t he  m o r n i n g ,  who  w i l l  be  a v a i l a b l e  to  a n s w e r  

q u e s t i o n s .  

Now,  we h a v e ,  n e c e s s a r i l y ,  no t  t oo  m u c h  t i m e .  T h a t  i s  a n o t h e r  
f e a t u r e  t h a t  y o u  w i l l  n o t e  a s  t h e  w e e k  g o e s  on.  W i t h o u t  f u r t h e r  ado  

° 2 



G01 

I w i l l  i n t r o d u c e  o u r  f i r s t  s p e a k e r ,  D r .  C r e e s e ,  w h o s e  s u b j e c t  i s ,  
" T h e  C h a n g i n g  R o l e  of  t h e  E x e c u t i v e .  " 

W e  a r e  e x t r e m e l y  f o r t u n a t e  in  h a v i n g  D r .  C r e e s e ,  f o r  he  h a s  h a d  
a r i n g s i d e  s e a t  in  n o t i n g  t h i s  c h a n g i n g  r o l e  of  t h e  e x e c u t i v e ,  w h i c h ,  I 
w o u l d  s a y ,  i s  o n l y  a m a t t e r  o f  15 o r  20 y e a r s  p a s t .  He  h a s  h a d  a r i n g -  
s i d e  s e a t  in  s e e i n g  i t  f r o m  h i s  p o s i t i o n  w i t h  t h e  S t e v e n s  I n s t i t u t e ,  a n d  
a s  P r e s i d e n t  o f  D r e x e l  I n s t i t u t e  in  P h i l a d e l p h i a .  

T h e r e  i s  a n o t h e r  r e a s o n  t h a t  we  a r e  m o s t  h a p p y  to  h a v e  D r .  C r e e s e  
h e r e .  H e  i s  one  of  t h a t  n o b l e  g r o u p  t h a t  h e l p s  u s  o u t  i n  t h i s  c o l l e g e - -  
t h e  B o a r d  of  A d v i s e r s .  D r .  C r e e s e ,  i t  i s  a g r e a t  p l e a s u r e  to  w e l c o m e  
y o u .  

P -  • - - -  • 
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DR.  C R E E S E :  A d m i r a l  Hague  and g e n t l e m e n  of the  co l l ege :  We 
shi f t  now f r o m  the m a t t e r  of g r o s s  n a t i o n a l  p r o d u c t  to the m o r e  i n d i v i d -  
ua l  and p e r p l e x i n g  h u m a n  a s p e c t s  of i n d u s t r i a l  m a n a g e m e n t .  As we do, 
i t  m a y  be a p p r o p r i a t e  fo r  m e  to add a few h o m e l y  t o u c h e s  to the  g r a -  
c ious  and f r i e n d l y  i n t r o d u c t i o n  w h i c h  I have  j u s t  r e c e i v e d .  P e r h a p s  I 
shou ld  b e g i n  by c o n f e s s i n g  tha t  m y  own a s s o c i a t i o n s  wi th  e x e c u t i v e  r e -  
s p o n s i b i l i t y  have  been ,  a s  the  A d m i r a l  s u g g e s t e d ,  m o s t l y  in e d u c a t i o n .  

E d u c a t i o n  i s  an odd b u s i n e s s .  It i s  a b u s i n e s s  in w h i c h  t h e r e  a r e  
no p r o f i t s .  No one r e c e i v e s  d i v i d e n d s .  T h e r e  a r e  no o w n e r s  in the  
o r d i n a r y  s e n s e .  A good a d m i n i s t r a t o r  even  a c t s  on the  a s s u m p t i o n  tha t  
h e a l t h y  i m p e c u n i o s i t y  m a y  be about  the  b e s t  he can a c c o m p l i s h l  

T h e r e  a r e  r e s e m b l a n c e s  b e t w e e n  e x e c u t i v e  w o r k  in  b u s i n e s s  and 
e x e c u t i v e  w o r k  in e d u c a t i o n .  T h e r e  a r e  g r e a t  d i f f e r e n c e s  too .  I r e -  
m e m b e r  tha t  one of ou r  d e a n s ,  in a m o m e n t  of n a t u r a l  e x a s p e r a t i o n ,  
r e m a r k e d  tha t  e d u c a t i o n  as  a b u s i n e s s ,  if i t  i s  a b u s i n e s s ,  i s  the q u e e r -  
e s t  b u s i n e s s  in the  w o r l d .  "The  c u s t o m e r "  he sa id  " p a y s  fo r  the  goods  
and  t hen  r e f u s e s  to t ake  t h e m .  " 

But ,  s i n c e  the  b u s i n e s s  of e d u c a t i o n  is  so c o n s i s t e n t l y  a b u s i n e s s  
i nvo lv ing  h u m a n  b e i n g s - - o u r  r a w  m a t e r i a l  i s  the  h u m a n  be ing ,  and o u r  
p r o d u c t  i s  the  h u m a n  b e i n g - - p e r h a p s  e x e c u t i v e  w o r k  in e d u c a t i o n  g i v e s  
one  a l i t t l e  r i g h t  to t a l k  about  the  h u m a n  a s p e c t s  of e x e c u t i v e  r e s p o n s i -  
b i l i t y  in i n d u s t r y .  

The  Whole d i l e m m a  of p e r s o n n e l  m a n a g e m e n t  w a s  n e a t l y  s u m m e d  
up fo r  m e  one t i m e  by a c o n s u l t a n t  who a l w a y s  h a s  to r e m a i n  n a m e l e s s .  
I a m  h e r  c o n s u l t a n t  at  h o m e .  As we w e r e  d r i v i n g  to  D r e x e l  I n s t i t u t e  
one day ,  she  had  an i d e a  fo r  s o m e t h i n g  new,  s o m e t h i n g  tha t  m i g h t  be  
done  i m m e d i a t e l y  and m i g h t  be  of g r e a t  he lp ;  and  she  d e s c r i b e d  h e r  i d e a  
wi th  enthusiasm., ,  When  she  was  t h r o u g h  I s a id ,  "No,  i t  c a n ' t  be  done  
tha t  way .  She a s k e d ,  "Why n o t ? "  I s a id ,  " T h a t  c r o s s e s  up the  l i n e s .  
Th i s  m a t t e r  i s  a r e s p o n s i b i l i t y  of D e a n  A. P r o f e s s o r  X, a l s o ,  wou ld  
be u p s e t .  It has  to be  t a k e n  to the C u r r i c u l u m  C o m m i t t e e .  And i t ' s  
e a s y  to u n d e r s t a n d  tha t  the  S u p e r i n t e n d e n t  of B u i l d i n g s  would  be  a n -  
n o y e d .  " As I s t e p p e d  out of the  c a r ,  she  s a id ,  "Wel l ,  a l l  I have  to  s a y  
i s  tha t  t h e r e  i s  j u s t  too m u c h  p s y c h o l o g y  in the  w o r l d .  " 



That is the age-old, baffling problem of the executive, of any man 
who wants to get other people to do work--too much psychology. Uni- 
versities, corporations, and companies, even armies and navies, are 
composed exclusively of people, each with somewhat different objectives, 
with different hopes, and with different standards. Oddities of character 
and personal idiosyncracies make us difficult to deal with and to manage. 

Likewise troublesome are habits of thought and economic views that 
were fixed long ago by our history and by conditions that no longer pre- 

vail. 

Our national economy and our Federal Government were founded 
by people who had no other thought than that the wealth and the power of 
this country would be derived entirely from the productivity of the land. 
They were no longer looking for the wealth of the Incas. They had come 
upon a wilderness, a rich wilderness, in which there was land in abun- 
dance for everybody. Any man with ingenuity and aggressiveness could 
hope to cut out a place for himself and trust that one day he might own 

and run his own farm, shop, or mill. 

The wealth of the country underground had not been discovered. Oil, 
ore, and coal were unexplored resources. It is said of General Wash- 
ington, when word came to him of silver discovered inthe hills of Virginia, 
that he frowned and remarked that he hoped there would be in this country 

"no other wealth than what might be turned up by the plow." 

In Jefferson's day there were significant and powerful shipping in- 
terests, and some few manufacturing interests; but he was one who dis- 
trusted very strongly the growth of industry and manufacturing, He 
feared that, as in Europe, there would be in this country in time great 
centers of population, crowded, where there would be a deterioration 

of the physical and the political character of the people. 

In his correspondence with Du Pont, the French economist, 
Jefferson swapped notes on what might be done to establish educational 
institutions in the two countries, affecting all the people of an entire 
nation. It did not occur to either of them that the very thing that Jef- 
ferson was almost distrustful of, industrial organization, might some 
day produce such surpluses of time and of money that a country's en- 
tire population of school age could be taken away from the mills and 

put into the schools. 

One historian, Charles Beard, spoke of the American Civil War as 
the second American Revolution, because it was from that period that 

6 
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he dated the rise of an American industrialism which was not only to 
change the economic structure of the country and its political author- 
ities but also to make a shift of population from agricultural to indus- 
trial pursuits. 

B e f o r e  and d u r i n g  the F i r s t  W o r l d  War ,  we in th i s  c o u n t r y  t h o u g h t  
of o u r s e l v e s  as  the g r a n a r y  of the w o r l d .  Not un t i l  the  Second  W o r l d  
W a r  did we u s e  such  a p h r a s e  as  the a r s e n a l  of d e m o c r a c y .  Only  in the  
pa s t  d e c a d e  have  we begun  to c o n s i d e r  ou r  f o r e i g n  po l i cy  in such  a way  
as  to c a p i t a l i z e  the one th ing  tha t  we have  above  o t h e r s ,  in  the  v i e w  of 
the r e s t  of the  w o r l d - - k n o w l e d g e  of t e c h n o l o g y  and i n d u s t r i a l  p o w e r .  

The  who le  th ing  h a s  h a p p e n e d  qui te  qu i ck ly .  We f o r g e t  t ha t  s c i e n c e ,  
as  we know it ,  i s  on ly  about  a c e n t u r y  old,  and tha t  i n d u s t r i a l  s c i e n c e  
and the  a r t s  of m a n a g e m e n t  a r e  f a r  y o u n g e r  t han  t h a t - - h a r d l y  50 y e a r s  
old .  If you  t ake  a look  at  the  g r e a t  c o r p o r a t i o n s  of t h i s  c o u n t r y - - R C A ,  
P h i l c o ,  G e n e r a l  M o t o r s ,  and U. S. S t e e l - - y o u  wi l l  f ind tha t  v e r y  few 
a r e  m o r e  than  50 y e a r s  old; and t h o s e  few who a r e  m o r e  than  50 y e a r s  
old a r e  young  i n s t i t u t i o n s  in t h e i r  p r e s e n t  s t r u c t u r e .  They  have  b e e n  
so c o m p l e t e l y  r e b u i l t  in e v e r y  r e s p e c t - - i n  p r o d u c t s ,  in m e t h o d s ,  in 
p e r s o n n e l ,  in m a n a g e m e n t ,  in c o r p o r a t e  s t r u c t u r e ,  in f i n a n c e - - t h a t  
t h e y  a r e  s c a r c e l y  r e c o g n i z a b l e  as  the i n s t i t u t i o n s  and the  c o m p a n i e s  
tha t  e x i s t e d  m o r e  than  50 y e a r s  ago.  

When c h a n g e s  so d r a s t i c  o c c u r  so s u d d e n l y  in t e c h n i c a l  s t r u c t u r e ,  
in the  supp ly  of m a t e r i a l s ,  t oo l s ,  i n s t r u m e n t s ,  and m e t h o d s ,  then  the  
h u m a n  r o l e  c h a n g e s - - t h e  r o l e  of the  e x e c u t i v e  and the r o l e  of e v e r y m a n  
a s s o c i a t e d  wi th  an i n d u s t r i a l  o p e r a t i o n .  T h e s e  c o m p a n i e s  and g r e a t  
c o r p o r a t i o n s  a r e  a l l  young ,  e i t h e r  a c t u a l l y  young  o r  r e c o n s t r u c t e d  and 
d i f f e r e n t  in c h a r a c t e r  f r o m  what  t hey  w e r e  25 o r  50 y e a r s  ago .  U n d e r  
t hose  c o n d i t i o n s ,  t h e r e f o r e ,  i t  i s  h a r d l y  to be  w o n d e r e d  tha t  the  o r d i -  
n a r y  job of i n d u s t r y ,  in a d i f f e r e n t  e n v i r o n m e n t  and in a d i f f e r e n t  c o n -  
tex t  f r o m  what  i t  had b e e n  in the  pas t ,  h a s  b e c o m e  a d i f f e r e n t  job .  

Not  long ago the  m a n  who owned a b u s i n e s s  r a n  i t .  He had  m a d e  
it  and he gave  it h i s  n a m e - - C a r n e g i e ,  F o r d ,  E d i s o n ,  F i r e s t o n e ,  o r  
W e s t i n g h o u s e .  We s t i l l  r e m e m b e r  t h e s e  i n d i v i d u a l s  qui te  c l e a r l y .  
T h e y  w e r e  m e n  of m a r k e d  p e r s o n a l i t y ;  t h e y  knew wha t  t h e y  w e r e  do ing .  
E n t e r p r i s e  was  s t r i c t l y  p r i v a t e .  It was  the  o w n e r ' s  opt ion  to s a y w h a t  
the  c o m p a n y  p o l i c i e s  would  be ,  who would  w o r k  on wha t  job,  u n d e r  wha t  
cond i t i ons  of e m p l o y m e n t ,  f o r  wha t  h o u r s ,  and at  what  pay .  His  r o l e  
of d e c i s i o n  and a u t h o r i t y  was  a c c e p t e d  by the  m e n  he  e m p l o y e d  and by 
s o c i e t y  g e n e r a l l y .  
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Then after a little while, the old man retired. Maybe age caught 
up with him, or a desire for travel; and his successor was, nine times 

out of ten, his lawyer. 

You may remember Mr. Dooley's remark that lawyers were handy 
incorporate organizations. Corporate organizations were up against 
Government; combines had become unpopular; trusts were under sus- 
picion; and corporate lawyers were handy, because corporate lawyers 
were of a different cut from laymen. What might look like a stone wall 
to a layman, said Mr. Dooley, was a triumphal arch to a corporation 

lawyer. 

After the lawyer probably came the banker, because the new com- 
bines required much greater financial backing and a much greater dis- 

tribution of ownership. 

Then, after the banker came the professional executive. The real 
front office had moved from the plant. It had moved downtown. It had 
gone perhaps to Wall Street; and the man on the job, the man who actu- 
ally ran the business, was now a professional executive. The new ex- 

ecutives were hired men. 

They continue to run business, and by now they constitute in each 
corporation a very potent executive staff of research and development 
e n g i n e e r s ,  t e c h n o l o g i s t s ,  p r o d u c t i o n  e n g i n e e r s ,  s t a t i s t i c i a n s ,  c o m p ,  
t r o l l e r s ,  m a r k e t  e x p e r t s ,  and p e r s o n n e l  d i r e c t o r s .  T h e y  a r e  s e l e c t e d ,  
t h e y  a r e  t r a i n e d ,  and t h e y  a r e  e m p l o y e d  as  p r o f e s s i o n a l  e x e c u t i v e s .  

No one can  say  he owns  the  c o m p a n y .  Of c o u r s e ,  the  s t o c k h o l d e r s  
do,  b u t  t h e y  a r e  f a r  away  and a r e  i m p o s s i b l e  to i den t i fy .  Who r e p r e -  
s e n t s  t h e m  and i s  a u t h o r i z e d  to ac t  fo r  the  o w n e r s ?  A s k  M r .  Y o u n g  
and M r .  Whi t e ,  o r  M r .  Sewa l l  A v e r y  and M r .  Wol f son .  A f t e r  a b a t t l e  
f o r  p r o x i e s  is  o v e r ,  the  h i r e d  m e n - - t h e  p r o f e s s i o n a l  e x e c u t i v e s ,  w i l l  

s t i l l  r u n  the  p lan t  and r u n  the b u s i n e s s .  

It i s ,  I th ink ,  a good o m e n ,  a good o m e n  fo r  i n d u s t r y  i t s e l f ,  and 
a good o m e n  fo r  o u r  i n d u s t r i a l  e c o n o m y  tha t  the  m a n a g e m e n t  of i n -  
d u s t r y  has  b e c o m e  a p r o f e s s i o n .  We have  c o m e  to the  t i m e  now w h e n  
the  p r o b l e m s  of i n d u s t r y  r e q u i r e  a n e w  kind of o b j e c t i v e  c o n s i d e r a t i o n  
and s o m e t h i n g  m o r e  than  the  o l d , s t y l e  i n d i v i d u a l ,  and of ten  in tu i t i ve  

d e c i s i o n .  



Our  h igh ly  i n d u s t r i a l i z e d  c o u n t r y  has  m e t  the  c h a l l e n g e  of ou r  
m a t e r i a l  n e e d s  qui te  s u c c e s s f u l l y .  Nobody  w a n t s  to r e t u r n  to the old 
d a y s  and to the p r e i n d u s t r i a l  c u l t u r e  in w h i c h  the g r e a t  m a s s  of h u m a n -  
i ty  w o r k e d  e x c e e d i n g l y  h a r d ,  got  v e r y  l i t t l e ,  and d ied  v e r y  young .  

The m o s t  s e r i o u s  p r o b l e m s  tha t  r e m a i n  to be s o l v e d  a r e  on the  
who le  of a p o l i t i c a l  k ind .  Some  p e r t a i n  to G o v e r n m e n t  d i r e c t l y ;  but  
the  i n d u s t r i a l  e x e c u t i v e  has  s o m e  s e r i o u s  p r o b l e m s  a l s o  of a p o l i t i c a l  
k ind but  in l o c a l ,  s m a l l e r  d i m e n s i o n s ,  wi th in  h i s  own p lan t .  T h e y  c o n -  
c e r n  t h e m s e l v e s  wi th  s u c h  h u m a n  p r o b l e m s  as  the  a s s o c i a t i o n  of m e n  
w i th in  i n d u s t r y ;  the a s s o c i a t i o n s  of e x e c u t i v e s  with  e x e c u t i v e s ,  wi th  
s u b e x e c u t i v e s ,  wi th  m i d d l e  e x e c u t i v e s ,  and wi th  the  e n t i r e ,  g r e a t  p e r -  
s o n n e l  of a c o m p a n y  w h o s e  pub l ic  duty  it i s  to p r o d u c e  goods  and s e r v -  
i c e s - - a n d  to m a k e  a p r o f i t .  On t h e s e  p r o b l e m s - - s o c i a l ,  e c o n o m i c ,  
and p o l i t i c a l ,  the  a t t e n t i o n  of i n d u s t r i a l  e x e c u t i v e s ,  of i n d u s t r i e s ,  and 
of the publ ic  g e n e r a l l y ,  i s  now b e i n g  m o r e  and m o r e  c l o s e l y  f o c u s e d .  

We h a v e ,  u n f o r t u n a t e l y ,  a t e n d e n c y  to th ink  in s t e r e o t y p e s  of "b ig  
b u s i n e s s ,  " "b ig  g o v e r n m e n t ,  " and "big l a b o r .  " When the  c a r t o o n i s t  
m a k e s  h i s  s k e t c h e s ,  he can  g ive  us  wi th  a few l i n e s  the  c h a r a c t e r  of 
e v e r y  p a r t y  to a n e g o t i a t i o n .  The i d e a  c o n v e y e d  i s  tha t  h e r e  on one s ide  
of a t ab le  i s  o b s t i n a t e ,  a g g r e s s i v e ,  and m i l i t a n t  l a b o r ;  and on the o t h e r  
s i de  of the t ab le  i s  e q u a l l y  o b s t i n a t e ,  e q u a l l y  a g g r e s s i v e ,  and e q u a l l y  
m i l i t a n t  m a n a g e m e n t .  As  a m a t t e r  of f ac t ,  t hey  on both  s i d e s  a r e  of ten 
qui te  s e n s i b l e  m e n  who c o n f o r m  to the  law tha t  g o v e r n s  in t h e i r  c a s e s  
and a r e  k n o w l e d g e a b l e  as  to the c o n d i t i o n s  and  r e q u i r e m e n t s  of the two 
s i d e s .  Not  u n c o m m o n l y ,  on bo th  s i d e s  of the  t a b l e ,  t h e y  do a c o n s c i -  
e n t i o u s  job .  

One canno t  e x p e c t  s w e e t n e s s  and l ight  a l l  the  t i m e  u n d e r  the c i r -  
c u m s t a n c e s  of a l a b o r  n e g o t i a t i o n .  In m y  own e x p e r i e n c e  in n e g o t i a t i n g  
c o n t r a c t s  I know how e a s y  it  i s  to d r i f t  a w a y  f r o m  the  " e n l i g h t e n e d "  
p o s i t i o n  in to  one w h e r e  you  use  p r e c i s e l y  the  s a m e  l a n g u a g e  in p r e c i s e l y  
the  s a m e  way  tha t  you have  c o n d e m n e d  in the  o t h e r  f e l l ow .  N e v e r t h e -  
l e s s ,  as  m e n  a r e  p a r t i c u l a r l y  a s s i g n e d  to t h e s e  d u t i e s  of c o m p r o m i s e  
and n e g o t i a t i o n  in i n d u s t r y ,  as  d e p a r t m e n t s  and i n d i v i d u a l s  a r e  t r a i n e d  
fo r  t h e m ,  as  t hey  spend  t h e i r  t i m e  on t h e m  day  a f t e r  days m o n t h  a f t e r  
m o n t h ,  and y e a r  a f t e r  y e a r ,  a new point  of v i ew  c o m e s  in,  a point  of 
v i e w  w h i c h  I th ink  is  e s s e n t i a l l y  p r o f e s s i o n a l .  It d e v e l o p s  on both  s i d e s .  

L a b o r  has  done  r a t h e r  b e t t e r  in d e v e l o p i n g  s p e c i a l i z e d  p r o f e s s i o n a l  
n e g o t i a t o r s  than  i n d u s t r y  h a s .  The  m a n  who n e g o t i a t e s  fo r  l a b o r  sh i f t s  
f r o m  one s i t u a t i o n  to the nex t  and f r o m  one c o m p a n y  to the  next ,  and 



he is constantly thinking in the terms of his own objective in labor 
negotiations. The industrialist in the past has dropped in more cas- 

ually. 

In this country the public instruments for control over labor con- 
ditions which exist in some other countries have not been completely 
evolved. The Swedes, for instance, have distinct labor laws and dis- 
tinct labor courts which are quite separate from ordinary courts of 
law. They handle labor disputes and collective bargaining on a grand 
scale for the Nation, and make sure that the bargain made is observed 
by both parties. They employ penalties if the observance on both sides 

is not complete and satisfactory. We may not come to that in this coun- 
try. I doubt if we can. They have the advantage of a little country, com- 
pact and homogeneous, where all people have fairly uniform attitudes 
toward work. Ours is a great diverse country. What applies in one 
region does not satisfactorily apply in another. What applies in one com- 
pany is not necessarily useful in others. Our labor laws are mostly for 

emergency conditions, not for ordinary operation. 

Sweden's system may not be applicable here, but it is well worth 

our considering. We can hope that in time we may have the background, 
the body of precedents, and a knowledge of previous experience which 
will enable us also to handle our much more complex problems of labor- 

industry relationships under some kind of a legal code. 

A good law is not just a statute arbitrarily written. It requires to 
be founded on long experience, years of practice, and piles of precedent. 
We have not yet had time for that in our modern, highly industrialized 
economy. We have not yet had time to realize how changes in corporate 
organization, in methods of work, and in available powers, tools, and 
technologies, have altered national style of Government, our property 

rights, and our private lives. 

We do not run into the law very often. We pay our income taxes 
as individuals and we get a ticket for a traffic violation, but we run 
into the regulations of the company every day. We think about them 
and carry them home to talk about at night. If we have any just sense 
of our rights as individuals, it has rather to be realized in our daily 
duties on the job than from what we read about or hear about, or some- 
times think about in the affairs of Government. Some 50 percent, or 
more of the people in this country are on the payrolls of corporations. 
It is in their work with the corporations, rather than in their contact 
with National Government, that they will try out and confirm in the long 

run the principles of democracy. 
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W h e n  a yQung m a n  in  m y  c o l l e g e  g r a d u a t e s ,  he  i n t e r v i e w s  f ive  o r  
s i x  c o m p a n i e s '  r e p r e s e n t a t i v e s - - r e c r u i t e r s .  He  p i c k s  f r o m  a m o n g  
t h o s e  t he  one c o m p a n y  o f f e r i n g  h i m  the  b e s t  o p p o r t u n i t i e s .  A f t e r  a 
y e a r  o r  two ,  t h a t  b o y  c o m e s  b a c k .  He d r o p s  in to  t he  o f f i c e ,  I s a y ,  
" W h e r e  a r e  y o u  n o w ? "  T w o  t i m e s  out  of  t h r e e  he  w i l l  s a y ,  "I  a m w i t h  
Du P o n t ,  t, o r  "I  a m  w i t h  G e n e r a l  M o t o r s .  " I a m  v e r y  c o n s c i o u s  of  t h e  
p h r a s i n g .  I l i ke  i t .  It  m e a n s  t h e  y o u n g  m a n  h a s  a s e n s e  of  i d e n t i f i c a -  
t i o n  wi th  t h a t  c o m p a n y .  It  i s  t h a t  s e n s e  of  i d e n t i f i c a t i o n  w i t h  the  c o m -  
p a n y  t h a t  e a c h  p e r s o n  in e x e c u t i v e  r e s p o n s i b i l i t y  w i s h e s  h i m s e l f  a n d  
h i s  m e n  to  h a v e .  I t  i s  t h a t  s e n s e  of  i d e n t i f i c a t i o n  w h i c h  e a c h  p e r s o n ,  
d o w n  to  t h e  l a t e s t  e m p l o y e e ,  d e s i r e s  to  h a v e .  

"Fortune" magazine in January of this year published an article 
reporting on interviews with 52 company presidents, 23 vice presidents, 
and 53 middle management men. The reporter's question was, "Would 
you be working harder if your taxes were less? Has the reduction in 
your net income caused any reduction in your devotion to your work?" 
The answer was, "No, How could we work any harder ?" The incentive 
of  p a y  is  no t  t h e  w h o l e  s t o r y .  W h a t  i s  i t  t h a t  d r i v e s  a m a n ,  w h e t h e r  he  
i s  in an  e x e c u t i v e  p o s i t i o n  o r  in  a n o t h e r  p l a c e  in  t he  c o m p a n y ?  T h i s  
r e p o r t e r  p o s e s  an a n s w e r  w h i c h  I t h i n k  i s  g o o d .  H i s  l i s t  o f  r e a s o n s  w h y  
m e n  put  t h e i r  b e s t  in to  t h e i r  w o r k  i s  a p p l i c a b l e  a l l  t he  w a y  d o w n  the  l ine :  
f i r s t ,  a d e s i r e  f o r  s e l f - e x p r e s s i o n ;  s e c o n d ,  a s e n s e  of  p e r s o n a l  c o n t r i -  
b u t i o n  to t h e  s u c c e s s  of  t h e  c o m p a n y ;  t h i r d ,  e n j o y m e n t  of  t he  r i g h t  r e -  
s p o n s i b i l i t y ,  t he  r e s p o n s i b i l i t y  t h a t  s u i t s  e a c h  p e r s o n ' s  g i f t s ;  f o u r t h ,  
a d e s i r e  f o r  p r e s t i g e  a m o n g  f e l l o w  o f f i c e r s  a n d  w o r k e r s ;  f i f th ,  s e c u r i t y  
in the job. Not until the fifth item is security in the job, against any 
competition that may turn up. 

T h e  f r o n t  o f f i c e  of  i n d u s t r y  in  r e c e n t  y e a r s  h a s  b e e n  i n c r e a s i n g l y  
a w a r e  of  the  n e e d  to  c o n s i d e r  t h e  s t r i c t l y  h u m a n  p r o b l e m s  of  m a n a g e -  
m e n t :  t h e  m o t i v a t i o n s  of  p e o p l e ,  t h e i r  d e s i r e s ,  a m b i t i o n s ,  a n d  p s y -  
c h o l o g i c a l  t w i s t s .  I f  y o u  p i c k  up a c o m p a n y  c h a r t - - I  h a v e  one  h e r e - -  
i t  i s  fu l l  of  d e p a r t m e n t s  and  o f f i c e r s  and  s p e c i a l  d u t i e s  w h i c h  w e r e  n o t  
t h e r e  e v e n  10 y e a r s  a g o .  T h e s e  a r e  t he  d e p a r t m e n t s  c o n c e r n e d  w i t h  
i n t e r n a l  p u b l i c  r e l a t i o n s  a s  w e l l  a s  w i t h  e x t e r n a l  p u b l i c  r e l a t i o n s .  T h e s e  
a r e  d e p a r t m e n t s  c o n c e r n e d  w i t h  t h e  i n t e r n a l  a d m i n i s t r a t i o n  of  j u s t i c e  
a s  w e l l  a s  w i t h  t h e  l e g a l  r e l a t i o n s h i p s  t h e  c o m p a n y  m u s t  e n t e r  i n t o .  

The chief executive himself is charged with a responsibility for 
public relations within his own company- ,in any company manual 

which you may pick up. No doubt you have seen many of those com- 
pany manuals. They are very interesting reading. They- tell you how 
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the board of directors has defined the duties of each officer all down 
the long executive line. That company directive enables a company 
to move with smoothness of organization all through the company. 
Duties not previously written into the manual are there now. 

Here is one. The president of this company is clearly alerted to 
his formal responsibility for the conduct of "industrial relations." 
"He shall be alert, " we read, "to insure equitable administration of 
wage and salary policies and structures, employee benefit plans, and 
personnel rating programs and to protect the interests of employees 

as individuals. " 

The executive's new role in human relations can hardly be more 
explicit than it is in the corporate manual which I shall now quote: 
"The President is appointed by and is responsible to the Board of 
Directors. " Then in a preamble to a statement in detail of his duties, 
the manual defines his basic function: "to provide proper vision and 
leadership in directing the human capital and physical resources of 

11 
the company... 

Thereafter comes a catalog of the president's duties in this order: 

"(i) to formulate and submit to the Board of Directors the 
broad plans and objectives for the company's operation; (2) to 
select principal functional heads and delegate the authority nec- 
essary fer them to fulfill their defined responsibilities; (3) to 
keep the executives informed on the decisions of the Board; (4) 
to promote a spirit of cooperation and teamwork among the ex- 
ecutives (That is sometimes pretty difficult!); and (5) to develop 
long-range plans for the training of executive leadership. " 

This is not just a literary document. This is a list of instructions 
given to a company president by his board of directors. I think you 
would not have found such a statement in the manual of any company 30, 

or even, perhaps, 20 years ago. 

Now, on this business of training executives! The larger indus- 
tries are very much more aware of the shortage of executives and the 
lack of available executive personnel than they were a little while ago. 
Almost every large company has now set up some system for the selec- 
tion and training of executives. Those systems vary all the way from 
the old-fashioned and sometimes casual rating and rerating of individ- 
uals for their executive capacity to intensively organized, company-wide 

programs of training and education. 
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In  a l m o s t  e v e r y  i n s t a n c e ,  t h e  c o m p a n y ' s  o w n  p r o g r a m  of  e d u c a -  
t i o n  f o r  e x e c u t i v e s  i n c l u d e s  s o m e  o f f - t h e - p r e m i s e s  i n s t r u c t i o n ,  n o t  
a l w a y s  s t r i c t l y  w i t h i n  t h e  f i e l d  o f  t h e  c o m p a n y ' s  o w n  b u s i n e s s  o p e r a -  
t i o n .  S u c h  e x e c u t i v e  s c h o o l s ,  f o r  l a r g e  g r o u p s ,  o r  f o r  r e l a t i v e l y  s m a l l  
g r o u p s ,  a r e  n o t  n e c e s s a r i l y  c o n d u c t e d  in  t h e  p l a n t .  T h e y  m a y  b e  h e l d  
a~t a d i s t a n c e .  T h e y  m a y  b e  c o n d u c t e d  b y  a t r a d e  a s s o c i a t i o n ,  a p r o -  
f e s s i o n a l  s o c i e t y ,  t h e  A M A ,  o r  a u n i v e r s i t y .  S o m e  a r e  s h o r t  c o u r s e s  
o f  a w e e k  o r  t w o ;  o t h e r s  r u n  f o r  a t e r m ,  o r  a q u a r t e r ,  o r  a y e a r  a t  
i n d u s t r y ' s  e x p e n s e ,  b o t h  in  t h e  t i m e  of  t h e  m e n  a n d  f o r  t h e  c o s t  o f  o p -  
e r a t i n g  t h e  c o u r s e .  

O n e  I a m  f a i r l y  c l o s e  t o ,  in  a n e i g h b o r i n g  u n i v e r s i t y ,  b r i n g s  to  t h e  
c a m p u s  e x e c u t i v e s  f r o m  a l l  t h e  r e g i o n a l  a n d  d i s t r i c t  o f f i c e s  of  t h e  c o m -  
p a n y ,  m e n  30 to  40 y e a r s  o f  a g e  w h o  h o l d  r e s p o n s i b l e  e x e c u t i v e  p o s i -  
t i o n s .  T h e y  c o m e  f o r  a p e r i o d  of  w e e k s .  T h e y  a t t e n d  a n  o r g a n i z e d  
c o u r s e  o f  l e c t u r e s  on  h i s t o r y ,  E n g l i s h  l i t e r a t u r e ,  p h i l o s o p h y ,  a n d  t h e  
f i n e  a r t s .  T o  a p p r a i s e  t h e  r e s u l t s  o f  s u c h  a p r o g r a m  i s  v e r y  d i f f i c u l t .  
W h e t h e r  o n e  s t i m u l a t i n g  e x p e r i e n c e  a d d s  to  t h e  e f f e c t i v e n e s s  o f  a n  e x -  
e c u t i v e  o r  w h e t h e r  h i s  f u t u r e  e f f e c t i v e n e s s  m u s t  b e  t r a c e d  b a c k  to  t h e  
s k i l l  w i t h  w h i c h  h e  w a s  o r i g i n a l l y  p i c k e d  a n d  a p p o i n t e d  i s  h a r d  to  d e -  
t e r m i n e .  

T h e  o n e  i n s t a n c e  I h a v e  c i t e d  i s  c e r t a i n l y  n o t  t y p i c a l .  M u c h  m o r e  
c o m m o n  i s  a c u r r i c u l u m  w h e r e  l e c t u r e s ,  s e m i n a r s ,  a n d  p a n e l  d i s -  
c u s s i o n s  f o c u s  d i r e c t l y  o n  a d m i n i s t r a t i v e  p r o b l e m s .  

A l l  t h i s  i s  e x p e r i m e n t a l .  So a r e  m a n y  of  t h e  t e c h n i q u e s  u s e d .  
P e r h a p s  t h e  m o s t  c o m m o n  o f  t h e  n e w e r  t e c h n i q u e s  i s  t h a t  o f  t h e  c a s e  
m e t h o d .  I n d u s t r y  i t s e l f  a n d  a l s o  t h e  u n i v e r s i t i e s  a r e  t u r n i n g  m o r e  a n d  
m o r e  to  t h e  u s e  of  t h e  c a s e  m e t h o d .  P r e c e d e n t s  and  e x a m p l e s  f o r  t h e  
u s e  o f  t h e  c a s e  m e t h o d  a r e  t o  b e  f o u n d  in  t h e  c o l l e g e s  of  l a w  and  a l s o  
in  t h e  s c h o o l s  of  m e d i c i n e .  In r e c e n t  y e a r s  a t  s o m e  f e w  c o l l e g e s ,  p a r -  
t i c u l a r l y  t h e  H a r v a r d  S c h o o l  of  B u s i n e s s  A d m i n i s t r a t i o n ,  t h e  c a s e  
m e t h o d  h a s  p r o v e d  i t s e l f  u s e f u l  in p r e s e n t i n g  t h e  h u m a n  p r o b l e m s  a n d  
t h e  t e c h n i c a l  p r o b l e m s  of  i n d u s t r i a l  a d m i n i s t r a t i o n .  

T h e  c a s e  m e t h o d  i s  f r u s t r a t i n g  a t  t i m e s .  O n e  w h o  h a s  b e e n  b r o u g h t  
u p  on  t h e  c o n v e n t i o n a l  f a r e  of  a u t h o r i t a t i v e  l e c t u r e s  a n d  "~extbooks m a y  
f i n d  t h i s  m e t h o d  i n c o n v e n i e n t  a n d  c o n f u s i n g  a t  f i r s t .  T h e  t r u t h  i s  n o t  
q u i t e  s o  e a s i l y  s t a t e d  a s  i t  s e e m s  to  b e  in  a g o o d  t e x t b o o k .  B u t  t h e  k n a c k  
o f  u n d e r s t a n d i n g  w h a t  t h e  a s p e c t s  o f  a p r o b l e m  a r e ,  W h a t  i t s  c o m p l e x -  
i t i e s  a r e ,  a n d  w h a t  i t s  h u m a n  f a c t o r s  a r e ,  m a y  b e  d e v e l o p e d  by  a m e t h o d  
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which brings into the classroom or seminar a wanted sense of the 
actual conditions under which men work and from which friction arises. 

Thoughtful and critical appraisal of case after case always under 

the scrutiny of fellow students and advisers, is a good experience in 

discovering the complexities and the miseries that lie behind a per- 

sonnel problem. 

Industry is well aware now that its great problems of the future 
are not to be exclusively problems of technique, methods, tools, cor- 
porate organization, or finance. Industry stands in the strategic place 
in our economy. The industrial executive, from that strategic place, 
affects the thinking of people generally. He has not only a duty to in- 
crease the product of his company and the gross product of the Nation, 

but also a great chance to lead in citizenship. 

In this place and in this company, one need not stress the reliance 

we now have on the industrial strength of this country, not for military 
power 0nly but for domestic prosperity and for security. Our reliance 
upon industrial leadership is daily greater in foreign affairs as we are 

confronted by the combined powers of Russia and China. 

From the Elbe to the China Sea is a new growth of industrialism, 
a very great growth. Russia today has what Russia previously lacked-- 
a great number of young people well trained in technology. Russia, 
therefore, may have in a short time the industrial potential that we have. 

There is one great difference between ourselves, as an industrial- 

ized nation, and Russia or China. We have as they do not have, a sense 
of the intimate association and .partnership of individuals in the enter- 
prises of government and in the enterprises of business. Here we place 
the highest value on the individual. The new role of the industrial ex- 

ecutive in developing the "human capital" of a company, in "promoting 
a spirit of cooperation and teamwork, " and in "protecting the interests 
of employees as individuals, " therefore, is in keeping with the historic 

ideals and purposes of the Nation. 

(21 Jan 1955--750)S/sgh 
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